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ON THE FOLLOWING MEASURE:
SENATE BILL NO. 642, RELATING TO HEALTH.
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HOUSE COMMITTEE ON HEALTH
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TESTIFIER(S): David M. Louie, Attorney General, or
Blair Goto, Deputy Attomey General, or
Earl R. Hoke, Jr., Deputy Attorney General

Chair Belatti and Members of the Committee:

The Depzutment of the Attorney General appreciates the intent of this bill in trying to

reduce the number of youth who use tobacco products. However, we oppose the bill for practical

reasons.

The purpose of this bill is to add a new section to chapter 3281, Hawaii Revised Statutes,

that would require that cigarettes or tobacco products be stored for sale behind a counter in an

area accessible only to employees of the business.

We are concerned that the new section to be added to chapter 328J, Hawaii Revised

Statutes (HRS), contained in section 2 of this bill on pages 2-3, lines lO-20 and lines l-3,

will adversely impact the ability of the Tobacco Enforcement Unit of the Department of

the Attorney General to ascertain whether cigarettes are properly stamped with tax stamps

and whether cigarettes are approved for sale in the State of Hawaii. Historically, those

who wished to evade the payment of cigarette taxes often stored the noncompliant product

in back areas or under counters that were not readily visible to those tasked with

investigating contraband cigarette sales. By requiring that cigarettes and tobacco products

that are for sale be stored behind a counter accessible only to the personnel of the business,

this new section will, unintentionally, facilitate the sale of untaxed, contraband cigarettes.

The State has a substantial interest in collecting taxes on tobacco products and cigarettes.

In 2000, the Hawaii State Legislature enacted the Hawaii tobacco tax stamp program and found

that “a mandatory cigarette tax stamp system is vital to enhance the State’s collection of cigarette
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and tobacco taxes” as the existing enforcement system of collecting tobacco and cigarette taxes

in place at the time was “sporadic, haphazard, and ineffective.” Conf. Comm. Rep. No. 98, 2000

Senate Journal at 776, 2000, House Joumal at 898. Moreover, the Legislature found the

enforcement provisions of section 245-9, HRS, were necessary to effect the goals of the statute.

Q In 2002, the Legislature found that making the tax stamp law permanent and granting the

Department of Taxation and the Department of the Attorney General “wider authority to inspect

the operations and premises of entities involved in cigarette sales” would greatly support efforts

to enforce the cigarette tax stamp laws. Sen. Stand. Comm. Rep. No. 3031, 2002 Senate Journal

at l454 and Sen. Stand. Comm. Rep. No. 3553, 2002 Senate Joumal at l676-1677. There are

ample findings in the legislative history that Hawaii has a substantial government interest in an

effective regulatory scheme involving tobacco and cigarette taxes.

Accordingly, due to the enforcement issues with section 2 of this bill, we respectfully ask

the Committee to hold this bill.
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March l3, 2013

To: Representatives Della Au Belatti, Chair and Dee Morikavva, Vice Chair and Committee Members:

ABC Stores OPPOSES Senate Bill 642, Relating to Health.

My name is Paul Kosasa, President and CEO of ABC Stores, a local company doing business in Hawaii
for over 60 years, with 50+ stores statewide.

We agree that tobacco products are a health concern and illegal for minors. Thus, is it illegal for any
retailer that sells tobacco products to sell to anyone under the age of 18. There are laws in effect that
properly enforce this. Statistics show that programs that educate children prevent tobacco use.

"The overall impact of tobacco on the lives of Hawaii's youth has declined from 2000 to 2011. Fewer
teens have experimented with using any form of tobacco and fewer teens are current smokers. Tobacco
use, especially cigarette use, has declined dramatically as has exposure to secondhand smoke. "
Source: 2011 Hawaii Youth Tobacco Survey (YTS) and Comparisons with Prior Years, Hawaii State
Department of Health May 2012.

Enacting legislation to regulate how retailers are to locate particular products and advertise legal products
is disturbing. lf lawmakers feel that a ten year old is unable to distinguish right from wrong, unable to
take personal responsibility for their own well-being and decision-making, then I must conclude that our
parenting and teachers are failing our children. Moreover, minors obtain cigarettes from adults, not
retailers.

In our stores, we keep cigarettes behind our checkout counters. However, cigars are considered specialty
items that need to be placed up front and in view for our customers. lfcigars are required to be placed
behind the checkout counters, we will definitely see a decrease in sales, resulting in the possible closure
of local businesses such as Kauai Cigars.

Educating our keiki on the causal effects of cigarettes and tobacco products should start at home and in
schools. The tobacco settlement money funds many non-pro t organizations to educate and increase
awareness of the hannfulness of tobacco-related products. Added legislation is not the solution.

Thank you for your consideration and the opportunity to submit
testimopy

on this bill.
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KAUAI
CIGAR COMPANY

Dear Representative Belatti and Members of the House Committee on Health,

February 12, 2013

The Kauai Cigar Company, and its supporting businesses and consumers are concerned about the nega-
tive impact that SB642 could have on our ability to retail our Hawaii grown cigars to legal age adults in
the State. While the Kauai Cigar Company fully supports any measure that will deter youth access to to-
bacco products, including premium cigars, we feel strongly that restricting access to our cigars by plac-
ing them behind a service counter will negatively impact our business, and the many small sundry, wine,
and golf shops that retail our product. Youth are n_ot attracted to purchasing, or using premium cigars.

The Kauai Cigar Company is also worried about our customers losing the valuable experience and plea-
sure of choosing a cigar, before they spend between ten to twenty dollars to purchase one. Part of the
process of buying and appreciating a premium cigar is learning about the origin of the leaf, the growing
techniques, inspecting the wrapper, smelling, touching, and discussing the nuances of taste with staff. In
addition, and because the majority of our cigars are either encased in wood, or sold out of free standing
oor or counter top humidors that are kept under lock and key, locating these displays behind a service

counter would create a logistical nightmare for many of the space constrained tourist oriented stores that
in some instances are less than 25 feet wide.

If this bill is enacted, there will be a negative impact on our retailers, and ultimately on our farm and
employees who work hard to produce these premium cigars. It would also further encourage the black
market sale of cigars in the State of Hawaii, as legitimate cigar retailers would be forced to remove ci-
gars from their normal inventory as a result of loss of sales from poor product placement.

While not perfect, there was a 4.3% rate of illegal sales to minors last year in the State of Hawaii, and
because we monitor the retail license status, and compliance to age law with all stores selling Kauai
Cigars, we are convinced that, in 2012, not one of our nearly 150 stores was cited for an underage sale
of one of our premium Kauai cigars.

We kindly ask the State Legislature to amend this bill in a way to not harm the sale of premium cigars to
legal age adults in Hawaii.

Sincerely,
\ /
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Les Drent Tai Emm Jason Strand
President Operations Manager Fami Manager

T/Zemyfl WQA
Trevyn Pless For Company Representatives: Elaine Dalistan, Lei Hiyashi,
Assistant Farm Manager Justin Viezbicke, Nancie Bean

Kauai Cigar Company ~ 6200B Kawaihau Road, Kapaa, HI 96746 USA
Phone: 808-822-4495 ' Fax: 808-822-9731 ~ www.kauaicigar.com
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